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EXPERIENCE AND PROBLEMS UNDER TEMPORARY 
‘DISABILITY INSURANCE LAWS 


Introduction 


Temporary disability insurance is the term used to describe a statutory 
program of cash payments for limited periods of unemployment due to nonwork- 
connected illness or accident. The risk of wage loss arising from inability 
to work represents a major risk to workers, but one which there has been little 
legislative provision to meet. Although bills to create temporary disability 
insurance systems have been introduced in the legislatures of 32 States during 
the past 20 years, only five such programs have been established. 


The five existing temporary disability insurance laws cover workers in 
over one-half million establishments in the States of California, New Jersey, 
New York, and Rhode Island, and in the railroad industry throughout the country. 
In December 195), about 11 million of the 37 million jobs covered by unemploy- 
ment insurance laws were also covered by temporary disability insurance laws. 
The Rhode Island law is the oldest, enacted in 19l2; the California law and the 
Federal railroad law followed in 196, the New Jersey law in 19,8, and the New 
York law in 19h9. 


For the country as a whole, it is estimated that the 1953 income loss due 
to nonoccupational illness amounted to $6,102 million. I1f the experience of 
the workers covered by the five temporary disability insurance laws was similar 
to that of the whole country, their loss for 1953 was $1,08) million. Benefits 
paid under the laws replaced $2);2.) million of that loss. In 195), the benefits 
increased to $252.1 million. Detailed data for 1954 are shown on table l. 


The following discussion of the five programs is divided into three parts. 
The first part is a general description of the chief provisions of the laws and 
some analysis of their operations and experience. The second section contains 
an analysis of certain special aspects of each of the five programs. These 
special aspects have had sufficient influence on the programs to warrant separate 
treatment. The third section of the report is concerned with the major problems 
encountered in developing these programs, and with the solutions developed. 


General Description of Operations, 


Five Existing Temporary Disability Insurance Laws 


Although the five temporary disability insurance programs differ in many 
important respects, they are similar in other equally important respects. All 
five programs are financed from special revenue. They apply to the employers 
and employment specified in the law, generally with the same exclusions as the 
unemployment insurance law. Eligibility for benefits is based in part upon a 
record of relatively recent past employment in a job covered by the law, and 
in part upon current inability to work because of a physical or mental condition. 


- 2 


Under all the laws, the weekly rate of benefits varies in relation to the 
worker's past covered wages, and the duration of benefits is limited to 
6 months or less. 


There are variations in the benefit formula, the source of funds, the 
statutory rate, and in other eligibility conditions. The principal differ- 
ence between the laws, however, is in the relationships of the statutory pro- 
gram to private plans of cash wage loss benefits and to unemployment insurance, 
and in the extent of private insurance participation. 


Type of Law 


Basic to the temporary disability insurance program, in fact, are the 
provisions on the type of law; that is, whether the law establishes an 
exclusive State fund or provides for private insurance participation, and 
whether the program is coordinated with unemployment insurance. 


Treatment of private plans.--The Rhode Island and the railroad laws 
establish exclusive government funds. The government collects the statutory 
contributions and pays the statutory benefits without regard to private indi- 
vidual or group arrangements. The California and New Jersey laws provide 
for the substitution of private group arrangements for the State fund, if the 
private plan meets certain statutory requirements. Statutory requirements 
for private plans are not identical in the two States (table 2). Generally, 
private plan benefits must be at least equal to the statutory schedule, at no 
higher cost to the workers, and there must be some assurance that benefits will 
be paid when due. In New York, each subject employer is required to provide 
his workers with benefits “equivalent" to the statutory schedule, at no greater 
cost to the worker. The benefits may be provided by self-insuring, or by 
purchasing an insurance policy from a private carrier or from the State fund 
which is, in effect, a State-owned carrier. 


In July 195), private plans covered about 8 percent of the employed 
workers in California and about 65 percent of those in New Jersey. In each 
State, the proportion of workers under private plans had declined in past 
years as statutory benefits were increased. In New York, the coverage under 
the State insurance fund is not reported separately from coverage under other 
insurance carriers. An insurance company official stated that less than 3 
percent of the eligible employees in New York are insured in the State fund. V/ 


Relationship to unemployment insurance.--Four of the temporary disability 
insurance programs--California, New Jersey, Rhode Island, and railroad--are 
coordinated with the unemployment insurance program of the same jurisdiction. 
That is, the laws cover the same people; contributions are payable on the 
same wages; the programs are administered by the same agency, with joint units 
and consolidated records for a number of activities. In some cases, the bene- 
fit formlas are the same under the two programs. 


In New York, the temporary disability insurance law is administered by the 
Workmen's Compensation Board. However, coverage, taxable wages, and benefit 
rights are not the same under disability insurance and workmen's compensation. 


T/ Milliman, Wendel A., in Trends in Group Coverage, page ry ap 


Coverage 


The following tabulation shows the estimated number of employers and 
employed workers subject to each of the laws in December 195): 


Program Employers covered Workers covered 
Number Percent Number Percent 
Total 516,000 100.9 11,187 ,000 100.0 
California. .t.see? 2723000 52.7 3 161,000 28.3 
New Jersey eeeeeee 9,000 9.5 1,431,000 12.8 
New York weeeeeeee 183,000 35.5 1/ 4,597,000 hig 
Rhode Island ..... 11,900 2el 229 ,000 2.9 
Railroad 2/ ..... 1,000 02 1,769,000 15.8 


Uk A PAA 195] s a8 EGR ar: a 
/ Number of employers operating at some time during 1953, and number of 


ve covered workers on June 15, 195). 


The California law covers firms with quarterly payrolls of $100 or more; 
New Jersey and Rhode Island cover firms with or more employees in 20 weeks, 
and, effective January 1, 1956, Rhode Island will cover firms with any employ- 
ment at any time. The railroad law covers all railroad workers. 


The New York disability insurance law covers firms with | or more workers 
in 30 days, while the unemployment insurance law covers firms with |; or more 
workers in 15 days. ‘The 1955 legislature extended coverage under unemployment 
insurance to employers with 3 workers at any time in 1956, and 2 at any time 
in 1957 and thereafter, but did not change the disability coverage. ‘The dis- 
ability insurance law excludes maritime workers and employees of the State 
government, although these two groups are covered by unemployment insurance. 


The laws contain the usual unemployment insurance exclusions from covered 
employment: i.e., agricultural, government employment, domestic service, and 
certain nonprofit and family employment. 


All four State laws (but not the railroad) provide that an individual 
who depends on religious means for healing may elect not to be covered by the 
disability insurance program. Very few people have taken advantage of this 
proviso. 


Benefit Formula 


Encompassed in the benefit formula" are those provisions designed to 
identify the normally employed workers who are to be protected by the program, 
to measure the amount of wage loss being experienced, and to determine the 
proportion of that wage loss to be compensated, in an objective, equitable, 
and administratively feasible manner. Since the provisions serve the same 
purpose in both unemployment insurance and temporary disability insurance, the 
same formulas can be used for both programs. The statutory provisions of the 
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five laws on the elements of the benefit formula are shown in table 3. New 
Jersey and New York have one set of provisions for workers whose disabilities 
begin while they are in covered employment or who have been out of work only 
a short time, referred to in this text as "disabled employed workers," and 
another set of provisions for other workers, referred to as "disabled unem- 
ployed workers," (see below, under Special Provisions, pages 19 and 21). 


Base period and benefit year.--In unemployment insurance terminology, the 
"base period" is a representative period of the claimant's previous employment 
or wage experience in covered employment used as the base for determining his 
eligibility, his weekly benefit amount, and his maximum benefits for a year. 

The “benefit year" is a l-year period during which the benefit rights so de- 
termined may be exercised. By establishing an individual's rights for a year, 
the formula reduces the administrative work, minimizes the effects of past 
unemployment, enables a worker to know how much protection he has, and assures 
that a worker will not draw benefits more than once on the basis of any specific 
employment. 


Each of the temporary disability insurance laws has a different provision 
regarding base period and benefit year, as described in table 3. Only the 
Rhode Island and the railroad programs use the same provisions for both unem- 
ployment and temporary disability insurance. New York's disability program 
uses neither base-period nor benefit-year concepts. 


California and New Jersey use approximately the same definition of "base 
period" under both laws, but do not use a benefit year for disability insurance, 
except for New Jersey workers who are not in covered employment when the dis- 
ability begins. California provides potential benefits for 26 weeks for each 
continuous period of disability. New Jersey and New York limit the benefits 
payable in any 52 consecutive weeks. 


Wage qualification.--A qualifying requirement in terms of past employment 
or wages is designed to limit benefits to individuals who have demonstrated 
a certain amount of vast attachment to the covered labor force. 


California, New Jersey, Rhode Island, and the railroad programs all use 
the same qualifying requirement for both temporary disability and unemployment 
insurance. The following tabulation gives an indication of the effect of the 
disability insurance qualifying wage requirement in 1953 and 195): 


Claimants with Claims denied for 


ualifying wages lack of wages 
State 1953 pan 1953 1954 


California (State plan).... 165,893 180 ,023 29,260 27 5682 
New Jersey (State plan).... h,271 2,192 22012 2,219 
Rhode 28iand*?. 295227. 6229 30,937 275917 2,054 3 5283 
Railroad, sickness ...+.+.. 167,600 162 ,500 NA NA 
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In New York, the qualifying requirement is very simple for individuals 
in covered employment when the disability begins--), consecutive weeks of 
covered employment--and is more complex for others. (See below, under 
Special Provisions--New York, page 21.) 


Unit of measurement of disability and wage loss.--The California, New Jersey, 
New York, and Rhode island disability insurance programs use a week of 7 con-= 
secutive days as the basic unit for measuring disability and wage loss. ‘hey 
all provide payments for extra days at the end of a period of disability, al- 
though California and Rhode Island began by paying for only full weeks. 


The railroad disability insurance program, like that for railroad unem- 
ployment insurance, determines benefit rights in terms of the number of days 
of disability (or unemployment) in a ll-consecutive-day registration period. 


Waiting period.--The chief function of an uncompensated waiting period 
in temporary disability insurance is to eliminate payments for the very short 
periods of disability which are numerous and difficult to verify but do not 
represent serious individual wage loss. While there are variations, the 
programs all provide for at least a one week waiting period in a year. See 
table 3 for the provisions. 


Weekly benefit amount and duration.--Rhode Island and the railroad programs 
use the same formula for both temporary disability and unemployment insurance. 
Benefits for a week range from $10 to #25 ($30 after January 1,1956) in Rhode 
Island, $17.50 to $2.50 under the railroad program. Rhode Island's potential 
duration ranges from 7 # to 26 weeks. Duration under the railroad programs 
has been uniform, equivalent to 26 weeks for each risk, but 195) amendments 
provided that no individual may receive, in benefits under either program, an 
amount exceeding his total base-period wages. In 195), average weekly benefits 
in Rhode Island were $23.10 for disability insurance and $22.65 for unemploy= 
ment insurance. Comparative potential duration figures are not available. 

The difference in average weekly benefits was even greater under the railroad 
program where sickness beneficiaries received 432.60 for a week, while unem- 
ployment insurance benefits averaged only $29.50 a week. ‘he reason for the 
higher average weekly payment under temporary disability insurance than under 
unemployment insurance is found in the characteristics of the claimant groups. 
Skilled workers, and those with more seniority and higher earnings, are more 
likely to be sick than to be unemployed. 


In California, while both programs base weekly benefits on a schedule of 
wages in the base-period quarter of highest earnings, the disability insurance 
schedule provides higher benefits. For example, high-quarter earnings of 
#500 would entitle a worker to an unemployment insurance weekly benefit of $23, 
and a disability insurance benefit of $25. The maximum for temporary disability 
insurance is now $35, $0 after January 1, 1956, and for unemployment insurance, 
it has just been increased from $30 to $33. Duration for disability insurance 
is a uniform 26 weeks per disability, while unemployment insurance duration is 
based on base-period wages, with a maximum of 26 weeks in a benefit year. 


The effects of the differences in the California maximum weekly benefit 
amounts are shown in the following tabulation: 


Weekly benefit amount 1953 195) 


Unemployment insurance: 


Maximum @eeceveveeeoeoeoeseeoeeveoeeod $25 .00 $30.00 

Average paid @eeeoeeceoen een ee @ 22 .60 23.35 
Temporary disability insurance: 

Maximum @eereeeeoeeseeseoeooee eee 30.00 35.00 

Average paid @eeoeeveeee eon ee 25.95 29.33 


New Jersey weekly benefits are two-thirds of average weekly wages for 
both programs. For disability, average wages are computed on the basis of 
earnings during 8 weeks, while, for unemployment, earnings during at least 
17 weeks are used. Duration for each program is determined by base-period 
weeks of employment, with a maximum of 26 weeks of benefits under each pro- 
gram. In 195), workers employed at the onset of disability received, on 
the average, $26.19 compared with $28.63 for those unemployed when disabil- 
ity began, and $27.72 for the able-bodied unemployed. 


The average number of weeks of benefits paid for a compensated dis- 
ability in 195) was: 


State Average weeks 
per period paid 
California: State plan, total (basic) 9.7 
Employed 11.7 
Unemployed ples 
Private plans Ore 
New Jersey: State plan, total 8.8 
Employed 8.8 
Unemployed 8.4 
New York: Total ,.0 
Statutory coverage Bo. 
Plan coverage oo 
Unemployed fits 
Rhode Island: 8.7 


Railroad, sickness 70 days 
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In New York, weekly benefits for both programs are based on average weekly 
wages; the unemployment insurance program uses a longer period to determine 
average wages -- the whole base period as compared with the last 8 weeks -- 
and pays a higher proportion of wages as benefits. The unemployment insurance 
maximum was $30 but was increased to $36 effective July 5, 1955, compared to 
the temporary disability insurance program's $33. Duration is uniform under 
each program -- 26 weeks in a benefit year for unemployment insurance, but 
only 13 weeks in any 52-week period for disability insurance. ‘The 195) average 
weekly rate in New York was $23.21 per disabled unemployed, and $3.23 disabled 
employed worker. The unemployment insurance average weekly rate was $26.95. 


Eligibility Conditions 


The eligibility requirements are intended to restrict the payment of 
benefits to insured workers who are not working because of disability. ‘these 
eligibility conditions necessarily differ from those for unemployment insurance. 


Definition of disability.--Since the program indemnifies for wage loss 
due to disability, the definition of what constitutes a disability is of major 
importance. The definition is not a medical one, because many individuals 
have diseases for which they get regular medical treatment, but their ability | 
to work is not impaired. Under all the programs, disability is defined as ! 
inability, by reason of physical or mental condition, to perform regular or 
customary work, although some qualifications and restrictions may be included. 
This definition recognizes that most periods of disability are brief and most 
workers who experience disability will return to their former work in a short 
time. Under this language, an employed worker who cannot do his current job 
is disabled; for an unemployed worker, the practices take into account the 
work that would have been regarded as suitable if he were claiming unemployment 
insurance, and the permanence of the disability. 


For disabled employed workers, New York requires inability to do any work 
offered by his employer at the worker's regular wages. 


Disabilities arising from "fault" of claimant.--New Jersey and New York 
exclude payment for ao of disability due to willfully self-inflicted 
injuries, or to injuries sustained in the performance of illegal acts (New 
Jersey, in perpetration of a high misdemeanor). ‘The other three programs have 
not found a need for special provisions to protect the fund against self-inflicted 
disabilities. With respect to illegal acts, if such an act has resulted in the 
claimant's detention by law-enforcement agencies, the detention is considered as 
the cause of unemployment, and the claimant consequently is denied benefits. 

If he has not been detained, the disability may be compensable. The temporary 
disability insurance staff thus leaves to law-enforcement agencies the decision 
as to whether an act was illegal. 


Disabilities due to nonwork-connected causes.--The New York program is 
the only one to restrict the definition of disability to injuries or illnesses 
not arising out of, and in the course of, employment. No program, however, 
permits unrestricted duplications of benefits under this program and workmen's 
compensation. (See below, "Effect of other income.") 
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Disabilities due to pregnancy.--While, medically speaking, pregnancy is 
not an illness but a normal physiological condition, it is a physical con- 
dition which sometimes renders a woman unable to perform her most recent, 
customary, or reasonably similar work. 


Rhode Island permits payment of benefits for disabilities due to 
pregnancy; except for unusual complications, such benefits are limited to 
12 consecutive weeks, beginning 6 weeks prior to expected childbirth and 
ending not more than 6 weeks following date of actual termination of preg- 
nancy. In 1954, 23.9 percent of all benefits, and about 0.0 percent of 
benefits to women, were paid for disabilities due to pregnancy. 


The California, New Jersey, and New York definitions of compensable 
disability exclude disabilities caused by, or arising in connection with, 
pregnancy. In California, however, disabilities which continue longer than 
28 days after the pregnancy terminates may be compensable. In New York, 
they may be compensable if they occur after the woman has returned to covered 
employment for at least two consecutive weeks following termination of her 


pregnancy. 


The Railroad Act provides special maternity benefits not counted against 
the normal 26-week potential duration of benefits; these maternity benefits 
are paid for 116 days (16 # weeks) beginning 57 days (8 weeks) prior to the 
anticipated date of confinement. In addition, disabilities due to pregnancy 
are not excluded from the regular benefits. During the uniform benefit year 
July 1953 =- June 1954, maternity benefits represented only 7 percent of 
total benefits. In the railroad industry, maternity benefits would not be 
expected to reach sizeable proportions, since women represent only about 7 
percent of the workers covered by the Railroad Act. 


Current attachment to the labor force.-=-The California, New Jersey, and 
Rhode Island programs require that a claimant be unemployed because of dis- 
ability, not because of withdrawal from the labor force. In California, a 
general statutory requirement is implemented by a regulation containing a 
rebuttable presumption that unemployment is not due to disability if the 
individual was neither employed nor registered as looking for work within 
the past 3 months. Rhode Island has a general statutory provision, imple- 
mented by procedures for investigating a claimant's attachment to the labor 
force if he has been unemployed and has not been drawing unemployment insurance 
for 3 months or more, or if the reason for separation or the doctor's certifi- 
cation indicates withdrawal. In New Jersey, an individual out of covered em= 
ployment for 2 weeks or more when the disability begins must meet all the un- 
employment insurance eligibility requirements except the one of ability to 
work. Further, he is not entitled to payment for any week of disability more 
than 26 weeks after his last day of employment. 


Data on the effect of this requirement in the three States are scarce. 
In California, during January - September 1951, ).3 percent of the 2,000 
claim denials were on the grounds that the claimant was out of the labor market. 
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New York requires that at the time the disability begins the claimant 
must: 

1. Be in covered employment, or out of it for less than ); weeks; or 

2. Be currently receiving unemployment insurance, and be ineligible 
for the week solely because of disability; or 

3. Be unemployed, not entitled to unemployment insurance because of 
lack of qualifying wages, and have evidenced continuous attachment 
to the labor market during unemployment. 


In any case, the claimant is ineligible if he has performed 5 or more days 
of work in noncovered employment since he last worked in covered employment. 
No data are available on the number of people excluded by this provision. No 
individual is entitled to benefits for a week occurring more than 26 weeks after 
his last week of covered employment. 


Effect of Other Income 


In the consideration of temporary disability insurance legislation, there 
has been general agreement that the eligibility conditions should not include 
a means test, but that there should be some relation between payment under 
this program and payments for the same period under other public social insurance 
programs. There has not been complete agreement, however, on the exact relation, 
or on the effect, of payments from private insurance or of other types of in= 
come from private sources. 


Workmen's compensation benefits.--The purpose of temporary disability 
insurance is to provide benefits for nonwork-connected disabilities. Since, 
however, not all work-connected disabilities are protected by workmen's compen- 
sation, a provision that temporary disability insurance is not to be paid for 
work-connected disabilities would leave some disabilities outside the scope of 
both programs. Furthermore, such restriction in the temporary disability in- 
surance law would require the temporary disability insurance administrator to 
determine if the disability were work-connected, and might result in duplicate 
payments for some disabilities, and no payments for others. None of the five 
programs permits unrestricted duplication of payments from disability insurance 
and workmen's compensation, but they use different methods to restrict duplica- 
tion. 


In California, an individual receiving, or entitled to receive, workmen's 
compensation is not eligible for disability insurance for the same disability and 
the same week unless the workmen's compensation is less than the weekly disability 
benefits; in that case, the difference is payable. If the decision concerning 
eligibility for workmen's compensation has not been made, temporary disability 
insurance is payable subject to reimbursement from future workmen's compensation 
benefits for that period. A workmen's compensation claim may be required as a 
condition of temporary disability insurance eligibility. During January - March 
1950, 247 liens were filed by the disability insurance staff in workmen's -com- 
pensation cases, and $1,651 in disability insurance benefits was recovered. 


The New Jersey law provides that no disability benefits are payable if work- 
men's compensation is payable; the law also requires reimbursement if workmen's 


compensation is paid subsequently. Procedurally, the agency tries to deny 
claims when the disability appears to be covered by workmen's compensation, 
advising the claimant that he can apply for reconsideration if his workmen's 
compensation claim is denied. While no statistics are available, agency 
staff estimated in 1950 that 35 cases a week were considered potential work- 
men's compensation claims and about 17 were declared ineligible for that 
reason. In an agency survey of claims under the State plan, about 80 percent 
of the claimants responded, and 95 percent of those had received workmen's 
compensation. 


Rhode Island takes account only of workmen's compensation payments being 
made currently. If the two benefits are paid currently, they cannot exceed 
85 percent of wages, or $53. In 1953, about 8 percent of all disability cases 
received temporary disability and workmen's compensation concurrently. The 
workmen's compensation payment reduced the average weekly disability insurance 
payment in such cases to $20.67, compared with an overall average weekly bene- 
fit of $22.83. 


Under the Railroad Act, an individual is not eligible for disability 
insurance if he is receiving, or is entitled to receive, workmen's compensa= 
tion or payments under an employer liability law, unless such payments for the 
period are less than his disability benefit, in which case he may receive the 
difference. Industrial accidents in the railroad industry are covered under 
an employer liability law, and claims and payments are frequently made retro- 
actively. l1f disability benefits have been paid, the disability fund is 
reimbursed from the employer liability payment. These adjustments are sub- 
stantial. 


The New York law provides that a disability is not compensable under the 
temporary disability insurance program if it is work-connected whether or not 
it is compensable under the workmen's compensation law. The disability in- 
surance law provides that, if a workmen's compensation claim is contested on 
the grounds that the disability is not work-connected, disability insurance 
can be paid pending a determination, subject to reimbursement. In practice, 
10wever, the New York law seems to be applied in the same manner as the Cali- 
fornia law. 


Cases of possible duplication of temporary disability insurance and work- 
men's compensation are revealed in several ways. The claim forms include a 
question as to whether the disability is work-connected and whether a workmen's 
compensation claim has been filed. They include a general question on how 
the disability arose. The doctor is asked whether he believes the disability 
is work-connected. ‘The notice of claim filed sent to employers asks whether 
a workmen's compensation claim has been filed. 


Unemployment insurance benefits.--The laws all provide that receipt of 
unemployment insurance for a week is a disqualification for disability insurance 


for that week. Such provision is required if duplicate benefits are to be 
avoided, because the disability insurance definition of inability to work is in 
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terms of most recent or customary work, while the unemployment insurance re= 
quirement of ability to work is generally construed in terms of some work for 
which the individual is reasonably qualified by training or experience. ‘hus, 
the two eligibility conditions are not necessarily mutually exclusive. 


Under the coordinated programs, prevention of duplicate payments is not 
difficult. The method used depends on agency wage record and claim determina= 
tion procedures. In New York, duplicate payments by the State are avoided 
through a State fiscal control. 


Private health and accident payments.--The Rhode Island program ana the 
State plans in California and New Jersey ignore any payments which a covered 
worker may receive from private health and accident arrangements, whether in= 
dividual or group plans. In California and New Jersey, of course, most private 
group plans are substituted for State plan coverage. In some cases, however, 
group plans, including some financed by the employer, have not been so substi- 
tuted, and the workers are covered by the State plan. ‘The workers, therefore, 
may receive both payments for the same week. The approach of disregarding pri- 
vate payments is based on the general policy that social insurance should form 
the basic protection of insured workers, but should not discourage private 
individual or group action for supplementary protection. 


The railroad law, which does not permit contracting out, takes account of 
private benefits in determining the benefit rights of a covered worker. Both 
the railroad and the New York laws provide for repayment of disability benefits 
from any sums received from damage suits or third party liability actions. 


Wages.--If an individual performs services for which he receives remunera= 
tion, he would not meet the definition of disability. The question regarding 
wages arises with respect to payments made by an employer directly to his 
workers for periods of disability during which they performed no services. 
These payments are generally made under formal wage-continuation or sick=-leave 
plans, although some may be made at the employer's discretion in individual 
cases. 


Under the Federal Unemployment Tax Act and the Federal income tax law as 
amended in 195), such payments are not regarded as wages, but are treated in 
the same way as group health and accident premiums and vayments. 


Only Rhode Island and the railroad programs provide consistent treatment 
for group insurance and sick pay. Rhode Island ignores them both, and the 
railroad program considers both disqualifying. Some railroad employers have 
objected to this disqualification since it prevents them from supplementing 
benefits. 


California and New Jersey ignore payments made from group insurance, even 
though completely employer-financed, but take account of payments made directly 
by the employer to the workers. The New Jersey law provides that benefits 


plus wage payments cannot exceed wages. The agency has had considerable 
difficulty in deciding whether payments are wages or gratuities and has had 
to do considerable work in adjusting benefit payments to wage continuation 
plans where the employer's weekly payment varies with the duration of the 
disability. California originally limited benefits plus wage payments to 
the weekly benefit amount; a 1949 amendment increased the combined limit to 
70 percent of wages, and a 1955 amendment increased to the amount of full 
wages. In both California and New Jersey, many approved private plans dis- 
regard sick pay from the employer in determining eligibility. 


In New York, policies sold by the State Insurance Fund do not provide 
benefits if the worker is receiving an equal amount as remuneration or main- 
tenance from the employer, or from a fund to which the employer has contrib- 
uted. 


Claims Procedures 


Under all programs, claims are filed by mail, first claims being filed 
some time after the end of the first week of disability. This retroactive filing 
procedure eliminates a substantial volume of claims or notices which would be 
useless pieces of paper. An estimated 80 percent of all disabilities last 
less than 8 consecutive days, while no law provides waiting period or benefit 
credit for a disability of less than 7 or 8 days' duration. ‘The Railroad Act 
allows the shortest time for retroactive filing. No credit can be allowed for 
a day of disability more than 10 days prior to the date when the notice was 
filed; in a substantial number of cases, claimants have lost credit for at 
least one day of disability because of this rigid requirement. The New York 
statute requires claims to be filed within 15 days, and proof of disability 
within 20 days, after commencement of the disability. In practice, New York 
does not require a claim in advance of the filing of proof of disability. In the 
other States, the time of filing is not prescribed by statute, but is estab- 
lished by agency regulation. Rhode Island allows 1); days from the first day 
of disability; California, 27; and New Jersey, 30 days. All permit extensions 
for good cause. 


California and New Jersey do not prescribe rules for the filing of claims 
against private plans, except to provide that no claim which would have been 
acceptable under State procedures can be rejected by a private plan. New York, 
however, requires that private plans use prescribed claim forms, and adhere to 
State-established rules of claim filing. In all three jurisdictions, provisions 
are made for transferring claims from the State to private carriers, and vice 
versa, when they are filed in error. . 


All the programs permit claims to be filled out and signed by a member of 
the claimant's family or by another agent, when the claimant is unable to fill 
out and sign his claim. 

Medical Certification 


All the programs recognize the need for medical verification of disability, 
and follow, in general, the same procedures and requirements. A worker must be 
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under the care of a physician (see below, "Definition of physician") as an 
eligibility condition. A certification from the claimant's attending physi- 
cian must support the first claim. The physician's certificate may be a part 
of the first claim form. 


The information submitted in support of the claim includes the diagnosis, 
dates of treatment, physician's opinion as to whether the disability makes the 
claimant unable to perform his customary work, and his estimate of the earliest 
date on which the individual could resume work safely. Information on surgery 
and diagnostic tests is ordinarily included, if applicable. 


The information in the certification is generally reviewed by trained 
lay claims examiners under the direction of an agency medical officer, to whom 
are referred unusual or questionable cases. Before the claim determination is 
made, additional information may requested from the claimant's physician, or 
the claimant may be referred to another private physician for an independent 
medical examination. 


In New York, all claims by the disabled unemployed are reviewed by 4 
physician. While the New York law provides for agency-ordered medical exam- 
inations, New York procedures do not include provisions for medical examina- 
tions except by the claimant's own physician. 


On the basis of the information on the initial medical certificate, par- 
ticularly the diagnosis and the physician's estimate of duration, and of agency 
standards and norms, the agency sets up a potential duration of disability. 
lf the existence of disability due to a specific cause is verified, continued 
claims are allowed without additional medical verification for a period not to 
exceed the normal duration of disability for that cause. 


A claimant who wishes to continue his claim after the termination date set 
up at the time of initial determination must submit another medical certifica- 
tion. J1f the medical information appears adequate, duration is extended. If 
not, the claimant may be referred to another doctor for an examination. When- 
ever a claimant is referred for such an examination, the agency pays the 
physician according to a set schedule of fees. 


In 195), under the California State plan, claims were filed for 207,859 
periods of disability, and 9,99 medical examinations were ordered; in Rhode 
Island, 35,789 periods of disability were claimed and 2,062 medical examinations 
ordered. In New Jersey, with 6,806 periods of disability claimed, 1,503 med- 
ical exeminations were ordered. 


Definition of physician.--Under the New York law, "physician" is defined 
as a physician authorized to render medical care under the. New York workmen's 
compensation law, except that, in claims from outside the State, a physician 
licensed in the other State may certify. California, New Jersey, and Rhode 
Island define "physician" as a licensed physician, dentist, chiropodist, 
chiropractor, or osteopath; California and Rhode Island specifically mention 
surgeons also. In addition, California will accept a certificate from a Cali- 
fornia religious practitioner authorized by the agency; relatively few of these 
have been authorized. ‘The railroad program accepts certifications from licensed 
doctors of medicine, osteopaths, and dentists. 


Verification of Disability 


In addition to requiring claims to be supported by medical evidence, the 
agencies use other ways to verify the claimant's eligibility for benefits. 


The claimant's most recent employer is notified of the initiation of a 
claim, and is asked to report to the agency any information which might bear 
on the claimant's eligibility -- for example, work after the date shown, a 
reason for separation indicating withdrawal from the labor force, or receipt 
of workmen's compensation benefits. 


Medicel examinations by a private physician designated by the agency have 
been mentioned above. The usual method is to select the physician to give 
a particular examination from a list of all licensed doctors in the State who 
have expressed a willingness to perform examinations, and whose reports have 
been adequate. Examinations may be made by general practitioners, or by 
specialists in a particular field. 


Another method of verification is through unscheduled visits to the 
claimant's home by claims examiners or special field personnel. ‘the purpose 
of these visits is to see whether the claimant's appearance and activities 
accord with the claim statements as to his physical condition. The visits 
may provide information on other aspects of eligibility, such as prior with- 
Grawal from the labor force, or receipt of workmen's compensation. 


Unscheduled visits are made when some question has arisen about the 
individual claim. California, New Jersey, and the railroad agency also visit 
a sample of cases selected at random -- omitting, however, claimants who are 
hospitalized or who have unquestioned diagnoses of disabilities which would 
be totally disabling. The following tabulation shows the number of visits 
made by the three States in 195): 


State Number of visits 
California (State plan lis csises sence 20,64 
New Jersey (State plan) .......ccee 9,761 
Rhode Island @eeeetoeesee8? 5,200 


Financing 


Financing questions are of three general categories -- how is the money 
raised? How much is needed for benefits? and How much is needed for admin- 
istration? Table h gives some financial data on the programs. 


Source of funds.--The California and Rhode Island programs are financed 
by an employee tax and the New Jersey program by a combination of employee and 
employer taxes. These 3 States had been collecting an employee tax under the 
unemployment insurance law, but transferred all or part of the current tax 
to disability insurance. A 196 amendment to the Social Security Act and the 
Federal Unemployment Tax Act permitted the withdrawal of employee contribu- 
tions from a State's account in the unemployment trust fund to pay disability 
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benefits. Khode Island withdrew the entire amount of employee contributions 
collected under the unemployment insurance law; California and New Jersey 
Withdrawals represented only a portion of that amount. 


In California and Rhode Island, the employee rate is 1 percent of the 
first $3,000 of wages;effective January 1, 1956, the Rhode Island tax will 
apply to the first $3,600. In New Jersey, the employee rate is 0.5 percent 
of the first $3,000; the standard employer rate is 0.25 percent of taxable 
wages, subject to modifications under experience rating within a range from 
0.10 to 0.75 percent of wages (See below, under "Special Provisions, page 20). 
New Jersey workers continue to pay 0.25 percent of taxable wages to the un- 
employment insurance fund. 


New York permits employers to withhold from workers! wages -- toward the 
cost of the benefits -=- sums up to 0.5 percent of wages or a maximum of 30 
cents a week. Any aaditional cost of statutory benefits must be borne by the 
employer. 


New York permits greater deductions from employees if the benefits are 
greater than statutory benefits and the rate of premiums is commensurate with 
the benefits. In California and New Jersey, when a private plan is substi- 
tuted for the State plan, the employer may not withhold from employer's wages 
more than the statutory tax rate. Any additional costs of private plans must 
be paid by the employer. 


The railroad program is financed by an employer payroll tax which covers 
both unemployment insurance and disability insurance. The rate for each 
calendar year since 1947 has been based on the amount in the fund on the pre- 
ceding September 30. For the years 198 through 1955, the rate has been the 
minimum 0.5 percent; it will probably increase to 1.5 percent in January 1956. 


Costs of benefits.--Under the Rhode Island and railroad programs, all con- 
tributions are deposited in a trust fund, and are used solely to pay the 
benefit and administrative costs of the program. California and New Jersey 
have trust funds for the contributions and benefits of those covered by the 
State fund. 


Benefits paid by each of the government funds represent 1 percent or less 
of the payroll covered by that fund (table }}). The benefit cost in relation 
to payroll is highest in Rhode Island, primarily because Rhode Island pays 
benefits for disability due to pregnancy while the other programs do not. 


Benefits to the unemployeds--California, New Jersey, and New York have 
special provisions for financing benefits to workers whose disabilities begin 
while they are not in covered employment. New York could not pay benefits 
to the unemployed without such a provision, because there is no State fund. 
In California and New Jersey, the special provisions are designed to prevent 
those covered by the State plan from carrying the entire cost of benefits to 
the unemployed. The provisions in these two States are generally similar. 


In California, the law provides for an "extended liability account," 
which is a computing device rather than an account in the usual sense of the 


- 16 « 


word. No funds are actually placed in, or paid from, the extended liability 
account. The credits and debits are all imputed. The account is credited, 
at the end of each calendar year, with an amount equal to the imputed in- 
terest on workers' contributions for 194, 1945, and May 21 through November 
30, 1946, periods during which there were no approved private plans. To 

the account are debited all disability benefit payments made after January l, 
198, with respect to periods of disability beginning when the individual was 
unemployed or in noncovered employment. lif, at the end of a calendar year, 
the account shows a deficit, the agency determines the ratio of that deficit 
to all wages in covered employment that year -- the "deficit ratio." A ceil- 
ing of 0.03 percent is put on the deficit ratio. Each private plan employer 
is charged an amount equal to his wages covered under the private plan multi- 
plied by the deficit ratio. The account is also credited with an amount 
equal to the State plan wages multiplied by the deficit ratio. Table 5 shows 
the operations of the extended liability account; detailed figures are avail- 
able only through December 31, 195. As this table shows, the annual assess- 
ments are less than annual benefits, so that the net deficit grows larger each 
year. ‘The agency estimates that during 1955 the net deficit will increase by 
$7.2 million, from $16.2 million at the end of 195) to $23.) million. 


New Jersey has an "unemployment disability account," from whicn benefits 
are paid to workers not in covered employment at the beginning of their dis- 
ability. The benefit formula and eligibility conditions used for such benefits 
differ from those used for workers employed at the onset of disability. The 
account is credited annually with interest and earnings, computed at the average 
rate for all fund investments, on $50 million of employee contributions paid 
prior to 19,8. If the account shows a deficit at the end of a calendar year, 
the ratio of the deficit to taxable wages is determined and assessed against 
both the State fund and all private plans in proportion to their share of taxable 
wages, with a limitation to 0.02 vercent on the deficit ratio. New Jersey has 
not yet had a deficit assessment. For 195, benefits paid from the account to- 
taled $1,179,465, while credits to the account amounted to $1,315,300. At the 
end of December 195), the unemployment disability account had a balance of 
$1, 35h ,300. 


In New York, benefits to workers not in covered employment at the onset of 
disability are limited to workers unemployed and eligible for unemployment 
insurance; those in noncovered employment for more than 5 days between the 
last day of covered employment and the onset of disability have no protection. 
New York provides a Special Fund for benefits to the unemployed. It was started 
with a special contribution, not to exceed 6 cents a week from employees and 
an equal amount from employers, collected for employment during January = June, 
1950, after the law had been enacted but before any benefits were payable. If 
on any April 1, the fund is $1 million or more below either $12 million or twice 
the benefits during the preceding fiscal year, whichever is greater, the amount 
needed to bring the fund up to such greater figure is assessed against all 
carriers in proportion to covered wages. Provision is made also for emergency 
assessments during a year if the fund falls below $3 million and appears to 
need additional moneys before the regular assessment date. The assessment in 
195) was $1,414,700. New York benefits to the disabled unemployed, as a 
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proportion of total benefits or of taxable wages, are substantially lower than 
those of California or New Jersey, as shown by the following tabulation of 
195, experience: 


Benefits Benefits to unemployed 


State Total Unemployed disabled as a percent of 
disabled Total benefits Taxable wages 





(in 000's) 
Nowy LOrkietila cscs «te. 0/19065769 803 0.9 0.006 
California: io. vs ses 78 ,u6 10,36 13 63 0.012 
New Jersey secccces 36,059 * 1,1),8 3.2 0.028 


* Estimated. 


Administrative costs.--The administrative costs of all the programs are 
met from the payroll taxes and special assessments collected under the laws, 
and not from general State revenue or from Federal grants. 


The Rhode Island law provides that 0.06 percent of taxable wages may be 
spent on administrative costs, and the New Jersey law, 0.08 percent. The Cali- 
fornia limit is the amount necessary for administrative expenses as approved 
by the State Director of Finance. The railroad law permits 0.2 percent of tax- 
able wages to be spent for the administration of both unemployment insurance and 
disability insurance. In New York, the State carrier is limited to 25 percent 
of contributions for administration. The State's. expenses for the Special Fund 
are not specifically limited; the amount is assessed against carriers, includ- 
ing the State Fund in proportion to their covered wages. 


In California and New Jersey, the administrative costs which are identified 
as attributable to private plans have been assessed against the private plans, 
up to 0.02 percent of private plan payrolls. A 1955 amendment to the California 
law repealed this assessment, effective with the fiscal year ending June 30, 
1956. New York assesses against carriers the administrative costs of the pro- 
gram, without a limit. 


Historical Summary 


Because of statutory changes as well as increasing wages, the annual 
amount paid out in benefits has followed a generally upward trend over the 
years except for Rhode Island in recent years (table 6). ‘The experience indi- 
cates that the number of compensated spells of disability, and the number of 
weeks of benefits paid, are not as sensitive to economic fluctuations as has 
sometimes been feared. In Rhode Island, for example, although the number of 
weeks of unemployment compensated has shown several sharp year-to-year changes 
since 193, the number of weeks of sickness has remained rather constant. In 
California, weeks compensated have increased rather steadily under the sick= 
ness program, but have shown sharp increases and even more marked decreases 
under unemployment insurance. 
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Special Provisions 


Each of the programs has certain special provisions, of which the major 
ones are discussed below. 


California 


Hospital benefits.--An insured disabled individual who is confined in a 
hospital pursuant to his doctor's orders is entitled to additional cash benefits 
of $10 a day for each day of hospitalization, up to 12 days in a period of dis- 
ability. 1/ There is no waiting period for hospital benefits for hospitalized 
claimants. An individual may receive hospital benefits even though his wages 
for the week would bar payment of weekly benefits. Furthermore, the claimant 
may receive hospital benefits even though his costs are covered by other in- 
Surance, such as Blue Cross. The following tabulation shows the amounts of 
hospital benefits paid in California since January 1953: 


Hospital Benefits 


Period Amount Days 
January = June 1953 rte eer ford Pgh sie sie) 236,719 
July baad December 1953 e@eeeecetooeesoe Le Ied 9016 20,877 
January = June 195) @eoeeseonescesese 2 5782 ,256 de esp he 
July — December 195k, Coeeeeeoseoeoe 2 988 ,066 299 5960 


Adverse selection.--The California law provides that a private plan may 
be approved only if "the approval of the plan or plans will not result in a 
substantial selection of risks adverse to the disability fund." Amendments in 
1953 and 1955, however, made that condition inoperative during 195-1957. 


"Adverse selection" is the result of a process by which groups with the 
lowest relative disability rates comprising the best insurance risks contract 
out to private plans, leaving the poorer risks for the State fund to insure. 
it is one of the major objections to contracting out in disability insurance. 


The regulation implementing the statutory provision stated that approval 
would not be given to plans by a carrier -=- 


"if it is shown that the plans unuerwritten by such carrier 
include a substantial selection of better risks rather than 
a representative cross-section of different classes ...." 


The measuring stick used was the proportion of women covered under the 
total number of currently effective plans written by each insurance carrier, 
with all self-insured plans considered as if underwritten by one company. 

Women make up about 30 percent of the total California laber force. The agency 
established 20 percent as the minimum proportion of women to be covered by each 
carrier. A plan, or group of plans of one carrier submitted for approval at 


1/Prior to January 1, 195], the daily rate was $6, and the limit 12 days in a 


benefit year. 
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one time, was not approved if it would have reduced an insurer's over-all 
percentage of female eligibles below 20 percent. Whenever an insurer's 
female percentage fell below 20 percent, because of termination of plans, 
the insurer had 6 months to bring it back up, or approval could have been 
withdrawn from all plans insured by that carrier. 


Even when the adverse selection provision was operative, it does not 
appear to have been entirely effective. Comparisons of actual claim and 
payment experience of private plans with the State plan do not measure 
adverse selection, because differences in experience are due partly to 
differences in benefit provisions. For the period April 1, 199, through 
March 30, 1950, the benefits which would have been paid private plan 
beneficiaries on the basis of the State plan formula were compared with 
those actually paid to employed claimants by the State (table 6). 
According to this comparison, private plan claimants were younger than 
State plan claimants, included a smaller proportion of women, had higher 
base period earnings, and had fewer serious disabilities. 


New Jersey 


Distinction between employed and unemployed workers.--The New Jersey 


law provides two separate systems: one for workers whose disabilities 
begin while they are in covered employment or have been out of such employ- 
ment for less than 1) days, and one for other workers-—-usually referred to 
as unemployed workers, but including also workers with base-period wages 

in covered employment whose disabilities begin while they are in_noncovered 
employment. The two systems have different definitions, conditions of 
eligibility, benefit formulas, and degrees of coordination with unemploy- 
ment insurance. A worker may receive benefits under both systems during 

a single year, without curtailment of his rights under the second program 
because of benefits drawn under the other program. The system for the 
unemployed does take account of unemployment insurance benefits, in that 
joint duration in a benefit year is limited to 150 percent of duration 
under one programe The following tabulation gives some significant 

195 data on New Jersey operations: 


Item Employed Unemployed 
Gross benefits .....-sececceses $7,810,893 $1,148,015 
Weeks (or part weeks) paid..... 301, 267 1,193 
Spells claimed sesscssceccevces 39, 788 7, O18 
Claims denied for insufficient 

Wage Credits sess eee des celeste Je 1,104 1,115 
Average duration (weeks) ..sece 8.8 8k 
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Experience rating.=—-The basic employer rate of 0.25 percent is 
modified by experience rating, with a minimum rate of 0.10 percent and 
a maximum of 0.75 percent. A separate account is maintained for each 
employer, credited with his contributions and those of his employees, 
and charged with all benefits paid to the disabled employed workers 
last employed by him. To be eligible for a rate based on experience, the 
account must have been credited with at least $1,500 in contributions, 
and there must be more than $500 difference between contributions and 
benefits. The formula for varying employer rates takes account of both 
the individual employer's record and the total amount in the fund. 

- Reduced rates first became effective July 1, 1951. Only 1,500 out of 
26,000 employer accounts could be rated then. The size of these 
employers is indicated by the effect which their reduced rates had on 
the average employer rate. A rate of 0.10 percent was assigned to 
1,400 employers, rates over 0.25 percent were assigned to 6) employers, 
and the 2,500 employers kept the standard rate of 0.25 percent. The 
average effective employer rate, however, was 0.13 percent. In 1952, 
2,100 out of 27,600 employers were eligible for experience rates. 
Penalty rates were assigned to 173. Those eligible for reduced rates 
all received the minimum 0.10 percent rate because of over=all 
favorable fund experience. 


New York 


Nonautomatic coveragee-—-One outstanding difference between the 
New York program and the other four is that in New York the covered 
employer must make his own arrangerents for the protection of his 
workerse The failure of an employer to take such action leaves his 
workers without insurance 1/ since the State Insurance Fund is merely 
a State-operated carrier which bids for business on the same basis as 
other carriers, except that it cannot refuse a customer. In the other 
States, coverage under the payroll tax program is automatic. 


Relationship to workmen's So New York law is 
unique in vesting administration in the State Workmen's Compensation 


Board, rather than in the State employment security agency. There is, 
however, not much opportunity for coordinated operations. The coverage 
of both employers and employees, the contribution base, and the benefit 
formula are different under disability insurance and under workmen's 
compensation. Under disability insurance, the Board's activities are 
limited to setting standards and regulations, approving and supervising 


1/ The law does provide penalties for employer failure to provide 
insurance; if an employer who did not arrange insurance fails to 
make the statutory payment himself, the Workmen's Compensation 
Board is to pay the benefits out of the Special Fund for the unem- 
ployed, and is to collect from the employer. In 195), the State 
paid $26,261 to employees of noninsured employers. 
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private plans, adjudicating claim disputes arising between claimants and 
employers, and paying benefits when disability commences after the fourth 
week of unemployment, or when the employer has failed to carry insurance. 


Employers are free to carry their policies under the two laws with 
different companies. No date are available on the extent to which that 
happens, but it is frequent. The risks of nonoccupational disability 
are not the same as the occupational risks. Private carriers, free to 
accept or to reject applicatiors for policies, can issue an employer a 
policy under one law and refuse to issue him a policy under the other 
law. Probably more important is the fact that a large part of the 
health and accident business is carried by life companies, which do not 
write workmen's compensation policies. 


Relationship to arene omens insurance e—Coverage, benefits, and 
administration are different from and are uncoordinated with unemployment 
insurancee This separateness led to a complicated set of eligibility 
provisions in the original enactment, which now has little effect because 
of changes in the unemployment insurance law. The need for temporary 
disability insurance is dramatically brought out by the plight of 
workers whose disabilities begin after they have established eligi- 
bility for unemployment insurance, and who consequently are denied bene=- 
fits at a time when their need for income increases. For this reason, 
even though the New York law was drafted to conform to private insurance 
practices, it was decided to provide benefits under the disability 
insurance law for workers whose unemployment insurance claims were cut 
off on the grounds of inability to work. In 1949, the New York unen- 
ployment insurance law used a uniform calendar year base period and a 
uniform benefit year which ran from June 1 to May 31. Because the 5= 
month lag, which affects particularly new entrants to the labor force, 
Was used as a major reason for not linking disability insurance with 
unemployment insurance, the disability insurance law was given special 
provisions for workers who failed to meet the unemployment insurance wage 
qualification. Such a worker can qualify if he earned at least $13 in 
each of 20 weeks within 30 weeks preceding his last week of covered work 
prior to the disability. This alternative is still in the temporary 
insurance law, although the unemployment insurance law contains a similar 
but less rigid qualifying requirement--at least $15 in each of 20 weeks 
Within 52 weeks preceding a valid claim. 


An unemployed worker who for any reason other than lack of qualify- 
ing wages failed to file an unemployment insurance claim and to establish 
eligibility for benefits is not entitled to disability insurance benefits. 
Interestingly enough, only the New York disability law contains such a 
requirement. Under the other State laws, which are coordinated with 
unemployment insurance, a worker's claim for disability insurance is 
decided on its owm merits, and not in terms of established eligibility 
for unemployment insurance. 
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Effects of noncovered employment.--A worker who accepts a noncovered 
job for as Long as 5 days thereby terminates his disability benefit rights. 
If he was an unemployed worker and had refused the noncovered job, he 
could be disqualified from unemployment benefits, and therefore from dis- 
ability benefits also. A worker with available base=period wages in cov- 
ered employment who loses a noncovered job may again become eligible for 
unemployment insurance, but not for disability insurance. He must again 
have consecutive weeks' work with one covered employer in order to 
requalify for disability benefits. Under the New York law, an individual 
who had worked for weeks at $20--thus contributing hO cents—-who lost 
his job and became disabled after 2 weeks of unemployment could qualify 
for 13 weeks of disability benefits at $10 a week or $130. By contrast, 
a fellow employee who had been contributing his 10 cents a week for 
several years, lost his job and became disabled at the same time as the 
first man, but had worked in noncovered employment for 5 days during the 
intervening 2 weeks, would be ineligible for any disability benefits. 


Equivalent benefits.--Another unique feature of the New York law is 
the provision that benefits need only be "actuarially equivalent" to the 
statutory benefits. Cash benefits must equal at least 60 percent of the 
statutory benefits. The other 0 percent may be made up by other bene- 
fits, according to tables of actuarial equivalents issued by the Work- 
men's Compensation Board. For example, statutory benefits are 50 percent 
of wages for 13 weeks, with a 7-day waiting period. A plan with a weekly 
rate of 40 percent of wages, 10 weeks duration, and a 7-day waiting period 
for illness but no waiting period for accident cases would receive 76 
points for this part of the plan. The other 2); points could be made up 
by a hospitalization allowance of $5 a day for 21 days. Blue Cross 
hospitalization is valued at 0 points. If it were combined with a plan 
paying only 30 percent of weekly wages for 13 weeks with a 7-day waiting 
period, the plan would be acceptable. 


In contrast, under the California and New Jersey laws, the plans to 
be substituted for the State disability plan must be cash=wage-loss plans 
providing workers with the same benefits as under the State plan. 


Rhode Island 


ts for disability due to pregnancy (although the railroad 
program also pays such benefits on a different basis; see below, page 2h). 
This provision has had a significant effect on Rhode Island costs; bene- 
fits because of pregnancy have ranged from 17 to 30 percent of all bene- 
fits in the 6 years for which data are available. Successive changes 
in the law and in its interpretation have restricted the conditions 
under which benefits may be paid because of pregnancy, but such payments 
have remained the major single factor in Rhode Island benefit costs. 
Rhode Island has had a high proportion of married women in the labor 
force during the years for which disability insurance has been payable. 


Pre cye--Rhode Island is the only State which pays temporary dis-= 
ability aaa 
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Workmen's compensation.--In Rhode !sland, receipt of or eligibility 
for workmen's compensation does not make a claimant ineligible for dis- 
ability benefits (see above, nage 10). This provision has been the sub- 
ject of considerable criticism. Concurrent payment of temnorary dis- 
ability insurance with workmen's comvensation represents 6 or 7 percent 
of annual benefit costs. The agency has no information on the number 
of cases in which workmen's compensation is subsequently awarded. Undoubted- 
ly, 1f such payments were treated as they are in the other States, Rhode 
island benefit costs would be lower. 


Uniform benefit year and base period.--Until 1959, Rhode Island vaid 


both unemployment insurance and temporary disability insurance on the 

basis of a uniform benefit year beginning in April and continuing through 
the following March, with benefits based on earnings during the calendar 
year preceding the beginning of the benefit year. The interval after an 
individual's first covered emoloyment and before the earliest date on 
which he could draw benefits could be as long as 15 months if he began 
work in January, or as short as lh months if he began work in December. 
After he left covered employment, he could still draw benefits for up to 25 
months; for example, an individual who had last earned wages in Jauuary 
1947 could still draw benefits on such wages in March 19)9. The undesirable 
effect of this was emphasized by low qualifying requirements. 


The lag after leaving covered employment presented particular problems 
to the desability insurance program, which lacked the unemployment insurance 
requirements of work registration and current availability for denying 
benefits to individuals who had withdrawn from the labor force. No data 
are available from which to estimate the amount of disability benefits 
paid to individuals who had been out of the labor force for a substantial 
period of time before their disabilities began. The fact that such benefits 
could be paid resulted in criticisms of the program. 


Criticisms also arose from the artificial peak of claims created 
in the early weeks of the uniform benefit year. In those weeks, claims 
were filed not only by individuals whose disabilities began then, but also 
by those with long disabilities which had started during the prior year. 


The same artificially high claim load is observable in unemployment 
insurance wherever a uniform benefit year is used. The disability in- 
surance peak came in May and June,’ months which would not normally be 
the high months of sickness. As a consequence, it was alleged that the 
benefits were used for "vacations." Since the change to an individual 
benefit year, however, the spring peak has been leveled off. 
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Railroad 


The railroad program is, of course, unique in that it is designed 
for a single industry. For that reason, railroad experience with par- 
ticular provisions is not a test of what might happen under similar pro- 
visions for a State-wide program. 


Uniform benefit year and base period.—-For example, the railroad 
system uses a uniform benefit year beginning in July, and a uniform 


calendar—year base period. The possible lag between earnings and bene- 
fits is even longer than it was in ‘Rhode Island—up to 29 months. Yet 
the lags and the artificial claim peaks have not caused any problems for 
the railroad system. 


Fourtesn—day benefit period.--Under the railroad law, the measure 
of compensable disability or unemployment is not a week, but the number 
of calendar days of sickness or unemployment in a llheday registration 
period. For sickness, the registration period begins with the first 
day of sickness for which a statement is filed in accordance with the 
law and regulations. For the first registration period in a benefit 
year, benefits are paid for the days of sickness in excess of 7; for 
subsequent periods, days of sickness in excess of ) are compensable. 
On the average in September 1954, there were 6.7 compensable days dur- 
ing the first registration period, and 9.6 compensable days during 
subsequent periods. 


Maternity benefits.—-In addition to the regular sickness benefits, 
separate maternity benefits are provided. Benefits are paid for each day 
in the maternity period--a period of not more than 116 days beginning 57 
days prior to the expected date of childbirth and ending 115 days after 
it began, or 31 days after the birth, whichever is later, provided, how-~ 
ever, that not more than 8) days of benefits can be paid prior to the 
birth. For the first 1) days in the maternity period, and for the 1) 
days immediately after childbirth, daily benefits are 13 times the 
woman's regular rate. Once a maternity period has begun, payments con 
tinue at the established rate until the end of the period, regardless of 
the end of a benefit year. The maternity benefit duration is separate 
from duration of regular benefits. 


An industry in which employment is as predominantly masculine as the 
railroad industry can provide maternity benefits at less cost than a State 
program. Only about 7 or 8 percent of the covered railroad workers are 
womene 


In the uniform benefit year which ended June 30, 1954, maternity bene- 
fits amounted to 0.06 percent of taxable wages, while sickness benefits 
were about 1) times as great, or 0.88 percent of taxable wages. 
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Major Problems Encountered and Solutions Developed 


The major problems of statutory policy and of administration have 
been faced by all the programs. The solutions developed, however, have 
differed. 


Problems in Comection With Private Plans 
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Framers of each program had to decide what provision, if any, was to 
be made for participation in the program by private insurance interests. 
Three basically different approaches were adopted: Rhode Island and the 
railroad system provides the benefits through a State plan; New York is 
almost entirely based on private insurance; and California and New Jersey 
provide a State plan, but permit contracting out. There are arguments 
for and against each approach. 


Under the State fund approach of Rhode Island and the railroad 
system, all contributions are paid to the State and all benefits are paid 
by the State. Except through its normal insurance regulations, the State 
exercises no control or supervision over private arrangements for cash 
disability benefits, whether such arrangements are group plans or are made 
by the covered workers as individuals. In Rhode Island, a worker's rights 
to benefits under the law are unaffected by his receipt of benefits under 
private plans. Insurance company figures on group health and accident 
insurance premiums and benefits in Rhode Island indicate that the exist- 
ence of an exclusive State fumd type of law for 10 years has not elini- 
nated or drastically curtailed private insurance. In 1951, group health 
and accident insurance premiums in Rhode Island were 30 percent of those 
in 19433; group losses were 301 percent of the 193 figure, for the country 
as a whole, the 1951 group premiums were )92 percent, and group losses, 
were 539 percent of those in 19),3, 


The major advantage cited for an exclusive State fund is that it 
results in the maximum benefits for a given contribution rate, because of 
the wide pooling of the risk of disability and the lower administrative 
costs. Its major disadvantage cited is interference with private ar- 
rangements. 


The New York method is, primarily, compulsory group insurance. A 
State carrier provides insurances for the risks rejected by private 
companies and for employers who for some reason do not want to insure 
with a private company. Each firm, including those which purchase 
policies from the State fund, pays the cost of its own insurance; there 
are no statutory limits on cost. The private insurance concept is modi- 
fied slightly by a separate system intended for unemployment insurance 
beneficiaries whose benefits are cut off because of inability to work. 
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The major argument in favor of this approach is that it preserves 
the private insurance principle with a minimum of government interference. 
Against it is the argument that, since each firm nust carry its ow cost, 
the statutory level of protection must be set low enough so that evsry 
establishment can afford the premiums, no matter how great a risk of dis- 
ability its workers represent. 


California and New Jersey have taken a middle approach. Ail services 
subject to the law are covered under the State plan unless affirmative 
action is taken by the employer to substitute private insurance. If a 
plan proposed by the employer meets the statutory conditions (see table 2), 
the agency must approve it. 


This system, it is said, provides universal and continuous benefit 
protection, while at the same time permitting flexibility in benefit 
amounts and conditions. Its cited disadvantage is the danger of adverse 
selection against the State fund, and more expensive and complicated 
administration than an exclusive State fund. 


Existing plans.--Whatever the standards for private plans, some 
plans in existence when the law is enacted will not meet the statutory 
criteria. 


California would not accept belowestandard plans as substitutes for 
State coverage. New Jersey accepted them up to the earliest date after 
the effective date of the law on which the employer could change his 
plane New York accepted them up to the earliest date after the law became 
effective on which they could be changed, and permits extension of sub- 
standard plans if agreed on through collective bargaining. 


Private plan benefit requirements.--California and New Jersey 
require that the private plans provide benefits at least equal in all 
respects to the statutory benefits. T> meet this requirement, the bene- 
fit and eligibility provisions of the plan must be at least as good as 
those in the State law, and every individual claimant must receive at 


least as much in benefits as he would have received from the State plan. 


New York, again, has taken a different approach, as described above 
(page 22), and merely requires that the benefits under the plan be 
actuarially equivalent to the benefits in the statutory schedule. 

New York allows substitution of nonwage-loss benefits, such as hospital- 
ization or medical care for the worker. In 195), total benefits were 
$86.0 million; of these, $8.1; million were noncash benefits. 
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Worker's choice of plan.--Under the California law, a private plan 
may not be substituted for State coverage unless the plan has been ac- 
cepted in writing by a majority of the workers covered. Furthermore, 
even though an establishment has an approved private plan, individual 
workers are free to reject the private plan and to remain under the 
State plan. 


In New Jersey, worker consent to a private plan is not required if 
the employer assumes the entire cost of the plan. If workers contribute, 
a majority must accept the plan before it can be approved. If itis 
approved, all workers must participate in the private plan. Provision 
is made, however, for the workers to vote on whether to keep or to 
terminate a private plan. 


In New York, whether or not workers contribute, the employer alone 
makes the decision on the plan to be set up. 


Continuity of protection.--If a system including private plans is to 
give workers as much protection as they would have under an exclusive 
State system coordinated with unemployment insurance, some provision is 
needed to assure continuous protection to the same extent as if there were 
no contracting out. California and New Jersey have provided such con- 
tinuity of protection, even though doing so adds to the administrative 
cost and to the complexity of the program. The methods used by Califormia 
and New Jersey probably permit the private plans to pay less than their 
proportionate share of the benefit costs involved in providing such 
continuity. 


California provides that private plan coverage extends for at least 
2 weeks after the last day of work, unless in the meantime the individual 
is employed in covered employment by a different employer. Whenever a 
worker is not covered by a private plan, he is under the public plan. 
The extended liability account, described above (page 15), provides for 
a division of the costs of benefits to workers unemployed or in noncovered 
employment when the disability begins. California experience is show 
in table 5. 


New Jersey also requires private plan coverage to extend for 2 
weeks of unemployment. New Jersey provides a separate system of benefits 
for workers unemployed for more than 2 weeks, or working in noncovered 
employment at the onset of disability. 


New York does not attempt to provide continuity of proteetion to 
workers who move to noncovered employment or who fail to claim unem- 
ployment insurance. 
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In 195), only 4,600, or 0.8 percent, of the initial claims allowed 
under the New York law were claims by unemployed workers. During the same 
period, 28,00, or 9.0 percent, of the initial claims allowed under the 
California law were by workers unemployed or in noncovered employment. 
Since the 195) level of unemployment was higher in New York than in 
California, it appears that the New York law provides substantially less 
protection to unemployed workers than the California law. 


Adverse selection.=-New York does not face the problem of adverse 
selection, because every establishment must pay its own costs. New Jersey 
prohibits exclusion of selected grouvs within an establishment, if the 
exclusion results in adverse selection. California has a general legisla- 
tive prohibition against adverse selection, but its operation has been 
suspended for h years. 


Benefit Eligibility and Other Benefit Provisions 


Definition of disability.--The definition of disability in terms of 
inability to perform customary or most recent work has overated satis- 
factorily in these programs. New Jersey statutory language for unemployed 
individuals is in terms of any work for remuneration, but has been ap- 
plied to mean any work which the individual is qualified to do by train- 
ing and experience. New York permits an employer to offer employed 
workers other duties at their same pay. There is no information on 
experience with that provision. 


1f the waiting period or benefit rights provisions are with respect 
to a period of disability rather than a benefit year, a definition of 
"period of disability" is needed. In California, which started without 
such a definition, workers who had relapses soon after returning to 
work had to serve a second uncompensated waiting period. To avoid the 
resulting denial of benefits, California added a provision that con- 
secutive periods of disability due to the same or related causes and 
separated by not more than 1) days were to be regarded for benefit pur- 
poses as a single disability. Administrative difficulties expected from 
the requirement as to cause of disability have not materialized. New Jersey 
followed California's example, and included a roughly similar definition 
of uninterrupted period of disability. 


In New York, a disability is continuous if the interruption is less 
than 3 months. Data are not available to indicate whether this longer 
time interval has increased the frequency of questions as to whether the 
cause of disability was related. 
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Disqualifications.--The relationship between unemployment insurance 
disqualification and temporary disability insurance eligibility is another 
point on which the programs do not agree. All the programs require a 
disability claimant to have been in the labor force at the beyinning of 
his disability. Rhode Island and the railroad program iynore the other 
unemployment insurance disqualifications. 


In California, if an individual has been disqualified from unem= 
ployment insurance for a voluntary quit, discharge for misconduct, 
refusal of suitable work or willful misrepresentation, a rebuttable pre- 
sumption is created that he is ineligible for disability benefits for the 
weeks of disqualification. Originally, the labor dispute disqualifica- 
tion was imposed on disability claymants. Now it does not apply if the 
disability is due to an accident or requires hospitalization, and is not 
connected with the dispute. 


In New Jersey, claimants employed at the beginning of disability are 
subject to the labor dispute disqualification unless the disability began 
prior to the disqualification. A disabled unemployed claimant must meet 
the unemployment insurance eligibility conditions other than ability to 
work. The disability claims examiners must therefore rule on the claim- 
ant's reason for separation--for example, did the reason for voluntary 
leaving constitute good cause? There is no information on how this pro- 
vision operates; in 1954, of the 7,000 periods of disability claimed by 
unemployed workers, 1,100 claims were denied for all reasons other than 
insufficient wage credits. 


The New York law permits benefits to be denied to either employed 
or unemployed workers for any period during which the claimant is or 
would be subject to any unemployment insurance disqualification, except 
inability to work. In practice it appears that the insurance carriers 
do not include the unemployment insurance disqualifications as conditions 
of eligibility. 


Religious exemption.--Few workers have taken advantage of the 
opoortunity to elect out of the program because of religious scruples 
against doctors. Yet the lack of such a provision in the original Rhode 
Island law led to considerable agitation on the grounds of religious 
discrimination. 
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Relationship to Other Payments 


The relationships to workmen's compensation and to unemployment 
insurance which have been developed under the various programs are 
described above, pages 9-11. The problems of having each of three 
programs pay for its om risks are usually handled through eligibility 
conditions and administrative procedures, rather than through the 
definition of the risk. 


Pregnanc 


As mentioned earlier, only Rhode Island and the railroad plan pay 
benefits for pregnancy. The problem of pregnancy payments is one which 
must be met in drafting the law. To omit from the law any reference to 
pregnancy does not result in nonpayment of benefits, but merely leads 
to confusion over the conditions under which benefits are payable. 


Administrative Costs 


A dministrative costs, which are met out of the payroll contribu- 
tion, have been difficult to estimate in advance. Rhode Island, 
California, and New Jersey have had to amend their statutory provisions 
on the proportion of taxable wages or of contributions which can be 
spent on administration. Rhode Island began with 0.01 percent of taxable 
wages, on the assumption that Federal funds would be available for admin-=- 
istration of disability insurance as well as of unemployment insurance. 
The allocation was increa ‘ to 0.03 percent in 19))3, and to 0.06 percent 
in 1946. California bega.. with a limitation of 0.05 percent; in 1951, 
the legislature remo. d the percentage limitation and provided for the 
expenditure of necessary amounts as approved by the State Director of 
Finance. The New Jersey legislature in 1951 increased the allowance 
to 0.08 percent of taxable wages; it had been 6 percent of contributions 
(equivalent to 0.06 percent of taxable wages until experience rating 
became effective). The railroad program allows 0.2 percent of taxable 
wages for administration of both unemployment insurance and temporary 
disability insurance. In New York, the State fund as a carrier is 
limited to 25 percent of contributions for administrative costs. 

There is no limit on the administrative costs of the State Special Fund 
for the unemployed; such costs are assessed against the carriers. The 
only New York administrative cost figures available are the over-all 
State costs for supervising the program, and paying benefits to the 
unemployed; for the fiscal year ended March 31, 1954, such costs were 
$1.; million, or 0.01% of taxable payrolls. Administrative costs of the 
other four programs, as a percentage of taxable wages, are shown below: 
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State 1950 1951 1952 1953 1954 
California a/..ecseese 04065 0.975 0.08) 0.09 2071 
New Jersey a/seseseeee 0.110 0.094 0.095 0.989 2093 
Rhode Island ..eeeeee2 0.055 0.060 9.955 0.959 058 
Railroad b/ eessceeses 04937 0.938 0.936 0.938 2036 


a/ Costs include State costs of administering private plans which Will be 


reimbursed by special assessments. 
b/ Data for benefit year ended June 30. 


In California and New Jersey, where the disability insurance law provides 
for contracting out, relative administrative costs have been consistently higher 
than in Rhode Island where this practice was not sanctioned. 


California and New Jersey both provide that the identifiable extra costs 
incurred by the agency because of the existence of private plans will be assessed 
against the private plans, up to 0.02 percent of private plan payrolls. ‘The 
California assessment provision has been repealed, effective with the fiscal year 
ending June 30, 1956. Some difficulties were encountered, since the assessment 
veriod was not the same as the payroll periods. Thus comparability was not possi- 
ble and expenses had to be lumped together. 
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Table 2.-—-Conditions of Private Plan Approval 
California and New Jersey 


Item California New Jersey 
Benefit Individual weekly rate not less than under State plan 
rights Individual duration no/less than under State plan 
Eligibility conditions such that no No eligibility condition more 
benefits denied when State would pay restrictive than State 
Some right greater than under State If benefits combined with other 
plan benefits, worker contribution for 
these benefits shown separately 
Benefits separable from any other 
benefits 
Financing No worker contribution larger than would be required under State plan 
Sums withheld from workers are No employer, union, or employee 
trust funds, usable only for bene- association shall derive profit 
fits and assessments under this from a private plan 
law, not for employer's own use 
Worker Majority of workers consent to Majority of workers consent if 
consent plan workers contribute 
Individual worker free to reject No individual freedom of choice 
plan and take State coverage 
Workers can apply for vote on 
Workers can apply for vote on whether to continue plan to which 
whether to continue plan they contribute 
Availability Plan available to all present and future employees except: 
of plan 
Those employed less than half A class or classes can be 
time excluded if no adverse selection 
would result 
Those hired for 2 weeks or less 
Those serving probationary period 
not longer than 5-1/2 months 
Form of Insured plans with carrier authorized to write disability 
plan insurance in the State 
Form of policies approved by 
State Insurance Commissioner 
Self-insured plans file surety bond or deposit securities 
Employer exempt from bond or 
deposit under workmen's compen- 
sation law are exempt also under 
disability law 
Period of Plan effective at least 1 year, Plan effective continuously unless 
plan then continuously unless terminated 
terminated 
Written notice of termination Written notice of termination 
60 days in advance 30 days in advance 


Agency can withdraw approval, for cause 
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TABLE 6.—Compensated periods of disability, compensated weeks of disability .and 
amount of disability benefits paid, five jurisdictions 


1943 = 195 
Year Rhode Island California 1/ Railroad 2/ New Jersey 3/ New York 
Compensated Periods of Disability 
1943 L/ 32,62) (5/) (5/) (5/) (5/) 
19h L/ 37,673 (5/) (5/) (5/) (5/) 
19h)5 NA 8, (5/) (5/) (5/) 
196 NA (57) (5/) (5/) (5/) 
197 NA 125, 27 (5/) (5/) (5/) 
1918 NA 165, 27 166, 900 (5/) (5/) 
1949 L/ 37,1L5 181, 640 170,100 20,000 (5/) 
1950 33,788 201, 962 157,227 27,32 6/ 199,692 
1951 33,143 2:7, 20h 148, 34) 28,002 562, 807 
1952 31, 670 268, 208 16, 937 31,083 592,559 
1953 31, 732 292,05 167, 39,40 618,133 
1954 29,518 296,410 162,406 39,071 Biilsose 
Compensated Weeks of Disability 
19443 / 242,709 (5/) (5/) (5/) (5/) 
194 L/ 309,170 (5/) (5/) (5/) (5/) 
1945 L/ 277,28 (5/) (5/) (5/) (5/) 
196 L/ 27,21) (5/) (5/) (5/) (5/) 
19,7 L/ 257,493 950,985 (5/) (5/) (5/) 
1948 L/ 252,958 1,278,509 1,377,000 (5/) (5/) 
1949 L/ 270,559 1,485,116 1,176,000 16h, 245 (5/) 
1950 7/ 28h, 862 1, 692,15 1,459,216 236, 837 6/ 615,621 
1951 mereoleL 70 1, 888,918 1,348, 92h 23,593 2,206,677 
1952 275,897 2,004,770 1,279, 630 265,462 2,291,312 
1953 272,372 2,170,065 1,605,000 3335437 2,545,629 
195k, 256, 837 2, 208, 500 1,591,000 34.2, 460 2,300, 808 
Amount of Disability Benefits Paid 
19);3 4/$3, 881,162 (5/) (5/) (5/) (5/) 
19h L/ 5,090,395 (5/) (5/) (5/) (5/) 
195 L/ 4, 668,12) (5/) (5/) (5/) (5/) 
196 L/ 4,545,919 (5/) (5/) (5/) (5/) 
1947 L/ 4,326,331  $19,777,L29 (5/) (5/) (5/) 
19:8 L/ 4,313,549 28,858,30h $26, 60,279 (5/) (5/) 
19449 TS, 908770, 36,516,515 27,787,569 $3,365, 1,82 (5/) 
1950 7/ 6,213,065 2,764,480 29,487,059 hy 915, 3176/8/$20, 006, 157 
1951 ~ 6,169,916 8,874,973 27,003,059 5,274,661 8/ 71,301,118 
1952 6,222,154 55,007,065 25,898,438 6,087, 366 79,381, 620 
1953 6,220,168 62,626,823 443,526,000 8,577,993 3/ 87,361,597 
195k 5,918,141 78,445,580 lh, 90h, 000 8,958,908 38/ 86,769,722 


NA = Not available 
1/ Excludes hospitalization benefits. 
2/ Includes maternity benefits; data are for benefit years ending June 30. 
/ State plan only; private plan data not available for most items. 
I/ Data are for benefit years beginning in April. 
5/ Prior to operation of program. 
6/ Data are for only 6 months of the year, since benefit payments began July 1, 1950. 
7/ Some duplication exists between the benefit year beginning in April, 1949, and 
~ the calendar year 1950. 
8/ Includes medical, surgical, and hospital benefits paid by approved plans. 
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